


Defining	Affordable	Housing	
and	Household	Affordability

Imagine	Austin	Household	Affordability	(Priority	Program	#6):	

Household	affordability	is	about	the	costs	of	housing,	utilities,	taxes	and	
transportation.
Definition from Imagine Austin Comprehensive Plan

Affordable	Housing:	

Housing	in	which	the	occupant(s)	is/are	paying	no	more	than	30	percent	of	his	or	
her	income	for	gross	housing	costs	and	no	more	than	45	percent	of	his	or	her	
income	including	transportation.	
Definition from the U.S. Department of Housing and Urban Development (HUD)

Per	HUD	as	of	March	2016	for	the	Austin-Round	Rock	Metropolitan	Statistical	Area	(MSA)

Median 
Family 
Income

1 Person
Household

4 Person
Household

Affordable Monthly 
Rent

30% $16,350 $24,300 $408-$607
50% $27,250 $38,900 $681-$972
80% $43,600 $62,250 $1,090-$1,556
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55%	of	Austin	
Households	are	Renters
(183,000 households)

33% earn	less	than	$25,000	
annually	(60,000 households)

10%	of	rental	units	are	affordable	
(19,000 housing	units)

GAP of 41,000 units
48,000	with	2014	rents

Source:	2014	Comprehensive	Housing	Market	Study;	BBC	Research	and	Consulting

Austin	Rental	Housing	Gap
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Lack	of	Deeply	Affordable	Rental	Units	Forces	
Low	Income	Households	to	Compete	for	
Housing	
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45%	of	Austin	
Households	are	Homeowners

(148,000 households)

Housing	Units	
in	Austin	

affordable	to	
renters	wanting	to	
become	owners

20% detached
42% attached

Renters	
earning	
<$50,000

Source:	2014	Comprehensive	Housing	Market	Study;	BBC	Research	and	Consulting

47% detached
66%	attached

Renters
earning	
<$75,000

Increasing	Affordable	Ownership	Opportunities
Land	Development	Code	drives	results
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Cost	of	the	Affordable	Rental	Housing	Gap	

Cost	of	closing	Austin’s	Affordable	
Housing	Gap	Today	≈ $6.48	Billion	for	
48,000	unit	gap

Cost	of	closing	Austin’s	Affordable	
Housing	Gap	2025	≈	$11.18	Billion

• Calculation:	$135,000	(estimated	construction	cost)	x	48,000	units	=	$6.48	billion.
• Calculation:	$164,430	(estimated	construction	costs	in	2015	dollars)	x	68,000	

units	(continued	rate	of	increase	from	2008	through	2014)	=	$11.18	billion.
• Does	not	include	land	costs. 6



Proposed	10-Year	Community	Housing	Goals
135,000	Housing	Units	in	10	Years:

60,000	at	80%	MFI	and	below;	and	75,000	at	80%	MFI	and	above
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13,973

Achieving	60,000	Affordable	Units	in	10	Years

Density	bonus	program	being	
recalibrated	under	CodeNEXT

8
Year values in parenthesis denote the anticipated affordability period for each mechanism.



Discussion

Neighborhood	Housing	and	Community	Development	Department
512.974.3100

www.austintexas.gov/housingplan
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Creating a
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3P R I O R I T I E S

Streamlined 
Review

More Diverse 
Housing Choice

Affordability 
Incentives

inclusive+
AFFORDABLE



|diversity of units

Missing Middle Housing
A range of multi-unit or clustered 
housing types compatible in scale with 
single-family homes that help meet 
the growing demand for walkable 
urban living.
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AT-A-GLANCE
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1 5A F F O R D A B L E  H O U S I N G

HOUSE FORM
Examples of multiple units in a house 
form zones MF-3

HOUSE FORM
Examples of multiple units in a house 
form zones in Mueller

house scale
MULTIPLE UNITS 
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1 6A F F O R D A B L E  H O U S I N G

Streamlined 
Review
By incentivizing a range of 
unit sizes, the new code 
makes it easier to develop 
more housing to suit a 
range of space and 
economic needs while 
ensuring it is built in a 
context-sensitive manner 
to work within the 
character of the 
neighborhood.

affordability
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1 7A F F O R D A B L E  H O U S I N G

Streamlined approval for < 10 units

The Development Services Director may waive Site Plan Submittal 
requirements for residential applications of three to nine units in a 
Transect Zone in an Urban Watershed 

Section 23-6B-2010 (Residential Heavy Site Plan)

Article 23-6B
affordable housing
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1 8A F F O R D A B L E  H O U S I N G

Affordability 
Incentives
A new city-wide incentive 
framework that can be 
adjusted over time will help 
to stimulate the 
production of affordable 
homes.

affordability
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1 9A F F O R D A B L E  H O U S I N GArticle 23-3E

Article 23-3E: Affordable Housing 
• Division 23-3E-1 Affordable Housing Density Bonus Program 
• Division 23-3E-2 Downtown Density Bonus Program
• Division 23-3E-3 S.M.A.R.T. Housing
• Division 23-3E-4 Tenant Notification and Relocation 

affordable housing
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2 0A F F O R D A B L E  H O U S I N GArticle 23-3E

• Purpose/Intent
• Applicability
• Application Requirements
• General Provisions
• Calculation of Density Bonuses
• Additional Developer Incentives

• Alternatives to On-site 
Production of Density Bonus 
Units

• Affordability Periods
• Application Procedures
• Compliance and Enforcement

affordable housing
Division 23-3E-1: Affordable Housing Density Bonus Program 
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Help us get it right.
We invite you to review and comment 
on the draft code document, ask 
questions, and stay connected.

www.austintexas.gov/codenext

codenext@austintexas.gov
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Great Need For Affordable Housing

City of Austin Strategic Housing Blueprint, 2017



Affordable Bonus Program Is One Tool in Toolkit

City of Austin Strategic Housing Blueprint, 2017



§ What are density bonuses and how do they 
work for affordable housing?

§ What do the CodeNEXT Draft Text and 
CodeNEXT Draft Maps tell us about bonus 
opportunities?

§ What are some of the bonus policies under 
consideration?

Agenda



§ Policy can leverage higher-end markets where 
development is already happening

§ Bonuses can offset developer cost of providing 
affordable housing by providing additional 
entitlements with NO direct City funding

§ Policy enables mixed-income buildings and 
communities

Benefits of Affordable Housing Density Bonuses



Density Bonuses Work in Two Primary Ways

1. Build more in the same form 2. Build more in a bigger form

$ $ $ $
Developers can pay more for land and more 
landowners may be willing to part with their 

properties

Max
Floor
Area
Ratio

Max
Height

Parking
Minimums

Units
per Acre / 
Max Units



Developers Will Not Always Take a Density Bonus

1. Build more in the same form 2. Build more in a bigger form

$ $
Market limitations (e.g. low demand) or construction 
costs can negatively impact development feasibility

$ $

X X



Leveraging Density Bonuses for Affordability

1. Build more in the same form 2. Build more in a bigger form

$ $ $ $



Leveraging Density Bonuses for Affordability

1. Build more in the same form 2. Build more in a bigger form

$ $ $ $
In some circumstances, developers can pay as much or 
more for land while spending some $ on public benefits

$ $



Leveraging Density Bonuses for Affordability

1. Build more in the same form 2. Build more in a bigger form

$ $ $ $
Public benefits may include affordable housing

$ $



But Requirements Can Limit Bonus Use

1. Build more in the same form 2. Build more in a bigger form

$ $ $ $$ $



But Requirements Can Limit Bonus Use

1. Build more in the same form 2. Build more in a bigger form

$ $ $ $
Requirements can be too costly, outweighing the 

benefits of the density bonus

$ $

X X
$ $



Existing density bonus areas*:
§ Downtown/Rainey
§ UNO 
§ TOD
§ NBG 
§ ERC 
§ VMU

Austin Has Defined Density Bonus Areas

Existing density bonus areas
(see Austin Strategic Housing Plan)

~12 square miles

*Excludes several districts and master plans with affordability targets (e.g., Mueller, Colony Park, South Central Waterfront)

~4% of the City’s area 
[full and limited purpose jurisdictions]



Potential Bonuses in New CodeNEXT Zones

Bonuses Potentially Available Bonuses Not Anticipated

MDR
MHDR
HDR

VHDR
RC
CC
DC

GC L/O
SC L/O
T6U/R
T6UC

NC L/O
LC L/O

T4N.DS/O
T4N.IS/O
T4N.SS/O

T4N/O
T5N.SS/O
T5U.SS/O

T5U/O
T5MS

RR
VLDR, LDR

LMDR, LMDR-SL
MHP

HC, WC
CR

FI, GI, HI, R&D
P,AV

AG, OS, DR
T3NE.WL

T3NE
T3N.DS
T3N.IS

T3MS/O
T4MS/O



Potential Bonuses Could Cover ~300% More Area

Existing density bonus areas 
(based on COA data)

12 sq mi Existing bonuses
Downtown, UNO, TODs, 
ERC, NBG, VMU



Potential Bonuses Could Cover ~300% More Area

Potential residential density bonus areas 
(based on draft CodeNEXT map released 4/17/17)

12 sq mi Existing bonuses
Downtown, UNO, TODs, 
ERC, NBG, VMU

-3 sq mi Replace existing 
VMU zones

+30 sq mi Offer new 
residential 
bonuses



12 sq mi Existing bonuses
Downtown, UNO, TODs, 
ERC, NBG, VMU

-3 sq mi Replace existing 
VMU zones

+30 sq mi Offer new 
residential 
bonuses

+18 sq mi Offer new 
commercial 
bonuses

Potential Bonuses Could Cover ~300% More Area

Potential office density bonus areas 
(based on draft CodeNEXT map released 4/17/17)



12 sq mi Existing bonuses
Downtown, UNO, TODs, 
ERC, NBG, VMU

-3 sq mi Replace existing 
VMU zones

+30 sq mi Offer new 
residential 
bonuses

+18 sq mi Offer new 
commercial 
bonuses

Potential Bonuses Could Cover ~300% More Area

Potential density bonus areas 
(based on draft CodeNEXT map released 4/17/17)~48 net square miles

of eligible areas*
*Note: Residential and commercial bonuses overlap in some instances



12 sq mi Existing bonuses
Downtown, UNO, TODs, 
ERC, NBG, VMU

-3 sq mi Replace existing 
VMU zones

+30 sq mi Offer new 
residential 
bonuses

+18 sq mi Offer new 
commercial 
bonuses

Potential Bonuses Could Cover ~300% More Area

Potential density bonus areas 
(based on draft CodeNEXT map released 4/17/17)Bonuses available over ~50% 

more Imagine Austin land area*
*Note: Currently 20% vs. 30% coverage under CodeNEXT draft



To build bonus area on a site, the following options are 
being considered:

§ For housing developers:
1. Provide units at 60% MFI for rental or 80% MFI for 

ownership, OR
2. Build at least an equal number of affordable units offsite 

within a maximum distance, OR
3. Pay the Housing Trust Fund a fee-in-lieu of providing 

affordable units

§ For commercial developers (hotel/office/retail): 
Pay a fee-in-lieu into the Housing Trust Fund

Potential Bonus Policy Parameters



Potential Bonuses: 
§ Available to residential and commercial developments (office, mixed-use, 

hotel) in specific CodeNEXT zones
§ Offered in 300% more land area than current bonuses

§ Bonuses still offered in all locations with current bonuses

Potential Bonus Requirements:
§ Residential: Build on-site or offsite / Pay in-lieu fee
§ Commercial: Pay fee for bonus area

§ Consistent across zones

Potential Timing of Policy Language Release:
§ Calibration to reflect ongoing CodeNEXT draft code text revisions and 

draft map changes

§ Anticipate more policy details will be released in mid-June

Bonus Policy Takeaways



PortlandEugene Seattle Boise
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Expanded Affordability Toolkit
Abe Farkas            May, 2017



2017 Housing Blueprint

2

Source: 2017 Austin 
Housing Blueprint



§ Focus on creation of new unit creation at 
60%MFI ($48.6k for family of four) by the 
private sector
§ Legal?
§ Most impactful?
§ Underutilized?

Tools
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Tools Evaluated
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Private/ 
Nonprofit

Development-
Derived Regulatory

Tax
Exemptions/GO Federal Other

Community Land 
Trust expansion

Austin Affordable 
Housing 
Corporation

New Market 
Tax Credits

Strike Fund

Private Sector Fund 
for Affordable/ 
Workforce Housing

Philanthropy

Public Improvement 
District

Real Estate Transfer 
Tax

Real Estate 
Investment Trust

Existing Density 
Bonus Programs

Tax Increment 
Financing

Expanded Density 
Bonus Programs

Transfer of 
Development Rights

Planned Unit 
Developments

Impact Fees

Construction Excise 
Tax

Inclusionary Zoning

Homestead 
Preservation District 
(+Homestead 
Preservation 
Reinvestment Zones)

Streamline City 
Codes and 
Permitting 
Processes

Allow development 
on smaller houses 
on smaller lots

Relax regulations 
for ADUs

Relax regulations on 
more affordable 
products and 
cooperatives

Multifamily tax 
exemption program

Targeted 
Preservation 
Property Tax 
Exemption

Homestead Property 
Tax Exemption for 
communities at risk 
of displacement

2013/16 Affordable 
Housing Bond

General Fund 
Appropriations

HUD 202 
supportive 
housing for the 
elderly

CDBG and 
HOME funds

Leverage 
LIHTC

National 
Housing Trust 
Fund

Land Banking, 
Assembly, 
Property Price 
Buy Down

Austin Housing 
Trust Fund

NHCD Housing 
Developer 
Assistance

Restructured 
SMART housing 
with longer 
affordability 
periods



Targeted 
Geography

Citywide

Most
Impactful

• Tax Increment District 
Finance

• Homestead 
Preservation Zones

• Development 
Agreement

• Housing Bond 
• Multifamily Affordable 

Housing Tax Exemption
• Strike Fund
• Landbanking

Supportive 
Tools

• Density Bonus Program
• Public Improvement

District

• Philanthropy

Core Affordability Toolkit
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§ Modeling 50k SF lot with 80% lot coverage (40k SF 
building footprint)

§ Base zoning allows a 3 story (2 over 1)
§ 75 apartment units – 1.0 parking space per unit

Sample Prototype 
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Sample Prototype Market  Assumption
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Hard construction cost: $190 for podium

$20k / parking space

Blended rent: $3 SF
Operating expenses 30% of revenue

Property taxes are 60% of opex

Return on cost: 6% (5% CAP + 20% margin)

Residual Land value: $90 per SF of Land ($3.8M/acre)



Density Bonus
§ Height increase allows 4 stories (3 over 1)

§ Increases total units to 92 (17 more due to 
parking constraint)

§ Keep residual land value at $90/SF
§ Yields 24% (4 units) of bonus units @ 60% 

MFI

Density Bonus - Toolkit
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§ TIF modeled as a grant
§ Reduces development budget in ROC model

§ 10% of construction costs (excluding land)
§ $2.7 million as modeled in prototype

§ Yields 71% (12 units) of Bonus Units @ 60% 
MFI

TIF - Toolkit
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§ Tax abatements modeled to reduce op ex
§ 20% tax abatement for City
§ 40% tax abatement for City + County

§ Tax abatements layered on top of TIF grant

§ Modeled abatement for:
1. affordable units only
2. all units

Tax abatements - Toolkit
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Toolkit Affordability Results
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24%/4 

71%/12 
76%/13 

82%/14 

106%/18 

135%/23 

0% 

20% 

40% 

60% 

80% 

100% 

120% 

140% 

Density Bonus TIF Grant Affordable Units City 
Abatement

Affordable Units City 
+ County Abatement

All Units City 
Abatement

All Units City + 
County Abatement

Percent and number of Affordable Bonus Unit
(holding RLV constant)



§ Base case City property tax - $380k

§ Density Bonus City property tax - $467k

§ Bonus City property tax abated - $400k

Fiscal Impacts of  Tax Abatement
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Case Study – Portland’s Pearl District
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Case Study: Pearl District (Portland, Or.)
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Pearl District Affordability Goals
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TIF District-wide affordable units goal: 25% 
§ Varies by building (100% afford to market rate)

§ 2017 status:  22% built

§ Over 8,000 total units in Pearl (1760 affordable)



§ Development agreements
§ TIF to fund infrastructure
§ TIF for affordable housing (loans/grants) 
§ Property tax abatement
§ Land write downs
§ LIHTC 

Pearl District Affordability Tools
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Pearl District Housing
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The Ramona
For Profit 
Mixed- income, 
60% MFI

The Sitka
For Profit 
Mixed-income, 
50-60% MFI

The Parker
Market Rate

Kearney Plaza
x

Kearney Plaza
Market Rate



Freedom Center
For profit micro 
apartments

Pearl District Housing

Richard Harris 
Building
Affordable, 
0-30% MFI

The Abigail
Mixed-income, 30-60% 
MFI and market-rate

Pearl Court
Affordable, 
40-60% MFI

18



Pearl District Housing
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South Central Waterfront District Toolkit
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SCW Housing Potential
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SCW Funding Toolkit
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Transportation 
Infrastructure

Parks & 
Open Spaces

Affordable Housing

Privately Funded
Public Improvement District ü ü ü

Transfer of Development 
Rights

ü ü

Philanthropy ü ü

Publicly Funded

Tax Increment Financing ü ü ü

CIP Funds ü ü

Parking Fund ü ü

Affordable Housing (tax 
abatements/credits, Strike 
Fund)

ü
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